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Trends in Monetary Policy 


Movements in the world-wide trend toward dearer 
money in recent years are summarized by The Banker in 
the accompanying table. The Banker recalls that, in the 
first ten days of August 1955, five central banks raised 
their discount rates, and that, in addition to the United 
Kingdom, six other countries had raised their official 
rates in the preceding seven months. All the increases 
occurred after the first increase in the Bank of England 
rate in January, and all but one after the increase in that 
rate to 44% per cent on February 24. The U.K. increases, 
however, were probably only a small contributory factor 
in the circumstances that weighed in the minds of the 
authorities elsewhere. Only one or two of the increases 
were so urgently demanded by an overextended economy 
as was the action of the Bank of England. In most coun- 
tries the brake was being applied soon after the first clear 
emergence of inflationary pressures. 


in 1950-51, have gained experience and greater confidence 
in its adequate and flexible manipulation. These are the 
countries that have now most noticeably acted in antici- 
pation of trouble. They include the United States, Ger- 
many, Belgium, and Austria. Sweden, Norway, and New 
Zealand have been driven to firmer and more orthodox 
policies by the need to check an uncomfortable deteriora- 
tion in the balance of payments. This is also true of Den- 
mark, where, however, the first move, in the summer of 
1954, was less belated. Canada, where a flexible monetary 
policy has been deliberately evolved and where the author- 
ities were, until recently, more concerned with recession 
than with inflation, falls outside the general pattern. 
Judged by its 1955 policies, the United Kingdom is de- 
scribed as falling about halfway between “the expeditious 
old hands and the tardy converts.” 

The countries that have been most willing to raise their 


Official Discount Rates 
(In per cent. Reductions in rates are in italic type; increases in bold.) 


1947-49 
United Kingdom 2 2 


United States 1-14-1% 1%-1% 1% 
Canada ly 14-2 2 

New Zealand lw ly ly 
India 3 3 
Ceylon — 2 242 


Germany 5-41A4-4 4-6 6 
Belgium 31-34% 34%4-3% 
Netherlands 24 244-3 3-4 
France 24%-31%-3 3-214 
Norway 2 22 2 
Sweden 2u% 244-3 3 

Denmark 3 3-41%, 44 
Austria 3u% 34 


The high degree of synchronization of monetary policy 
cannot be taken as evidence that world money markets 
have already returned to the close interrelationship that 
existed before the war, though the trend is in that direc- 
tion. It shows rather that little time is being lost in com- 
bating a tendency toward inflation which had become 
world wide. 


The record gives some grounds for hope that the 
world’s ability to restrain inflation is greater now than it 
was five years ago. The monetary weapon is being used 
much more widely, and the countries that used it earlier, 
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discount rates have, in general, also taken other, and 
possibly more effective, steps of monetary restraint, and 
the reverse is also broadly true. However, a stable official 
rediscount rate does not always imply that orthodox 
weapons are idle. In South Africa, most money rates were 
raised by % per cent in March, although the Reserve 
Bank’s rate had been held at 4 per cent since 1952. (After 
publication of The Banker, the discount rates were in- 
creased in Canada, New Zealand, South Africa, and the 
United States. ) 


Source: The Banker, London, England, September 1955. 





Europe 
Sterling Area Reserves and Exchange Rates 


The gold and dollar reserves of the sterling area fell 
by $48 million, to $2,297 million, in October; this de- 
crease compares with one of $112 million in September 
and $87 million in August. A major reason for the decline 
in October was the payment of $82 million in EPU settle- 
ments, of which $80 million was attributable to the U.K. 
September trading deficit. Receipts of U.S. defense aid 
in October totaled $3 million, so that all other gold and 
dollar transactions resulted in a surplus of $31 million. 
There had been a residual deficit of $45 million in Sep- 
tember, of $53 million in August, and of $128 million 
in July. 

An official statement, commenting on the October re- 
sults, noted that they showed a marked improvement over 
September. The dollar account has been relieved of bear 
speculation against sterling. The underlying position seems 
to be improving, but not too much should be read into 
a single month’s figures. The October deficit in EPU was 
£15 million (against £38 million in September) and will 
call for payment of some $33 million in gold this month. 
The deficit is still uncomfortably large, but there is no 
reason to believe that it is greatly influenced by capital 
movements. Confidence in sterling has strengthened. 

The London spot rate for sterling against U.S. dollars 
rose on November 2 above the parity of $2.80; it has since 
appreciated to around $2.80%,. The discount for three 
months’ forward sterling has fallen from 1% ¢ cents to 1% % 
cents. The rate for transferable sterling in New York on 
November 4 was $2.7734. Security sterling is quoted at 
$2.75. The only sterling rate in New York that lies 
beyond the 3 per cent variation either side of parity, which 
has been mentioned as the maximum that could be toler- 
ated in a European monetary agreement for convertibility, 
is the rate for pound notes, which now—at the end of 
the tourist season—has fallen to $2.63. Rates for sterling 
against the major European currencies have shown simi- 
lar strength. Considerable covering of short positions in 
sterling has been evident, and the demand for dollars on 
account of seasonal commodity purchases has slackened. 
The technical position of sterling, both on American ac- 
count and against EPU currencies, is still thought to be 
strong. 

Sources: The Financial Times, November 3, 1955, and 
The Economist, November 5, 1955, London, 
England; The Journal of Commerce, New York, 


N. Y., November 7, 1955. 
U.K. Industrial Production in September 


The preliminary estimate of the U.K. index of indus- 
trial production for September ‘is 138-139 (1948 = 100). 
This compares with 117 for August 1955 and 133 for 
September 1954. Output in September was 4 per cent 
higher than a year earlier; in July and August the cor- 
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responding increase was 3.5 per cent. This suggests that 
U.K. output had begun to recover in September from the 
effects of the dock and rail strikes. 

Industrial production in the third quarter of 1955 was 
3.7 per cent higher than in the same quarter of 1954; in 
the second quarter, it was 5.7 per cent higher, and in the 
first quarter, 6.1 per cent higher. In the first three quar- 
ters combined, production was 5 per cent higher than a 
year earlier. The over-all index has been adversely af- 
fected by lower coal production; mining output may be 
only 8 per cent higher in 1955 than in the base year 
1948; in 1954 it was 10 per cent higher. Manufacturing 
production has increased faster than the production of all 
industries combined; in the first eight months, manufac- 
turing output was 7 per cent higher than in the same 
months of 1954 and accounted for the major part of the 
5 per cent rise in the total index. Steel output has been 
rising steadily and, despite a setback during the strikes, 
the year’s target of 1914 million tons is expected to be 
achieved. Output of engineering goods, cars, and other 
metal products has increased more rapidly. The only other 
large industrial group to approach this rate of expansion 
has been the chemical industry; if its 8 per cent increase 
in output is continued until the end of 1955, it will be 
the first U.K. industry to have doubled its output since 
1946. 

Source: The Financial Times, London, England, Novem- 


ber 2, 1955. 
Tax Measures in the Netherlands 


A rapid increase in domestic expenditure during recent 
months and a labor market that has been strained for 
some time have caused the Netherlands Government to 
take tax measures designed to limit internal demand. Col- 
lection of the company tax has been speeded up: the first 
installment will be three fourths instead of one half of the 
total tax liability and will be payable in the first seven 
months of the fiscal year instead of the first nine months 
as previously. Also, depreciation allowances on equip- 
ment acquired or ordered after October 31, 1955 will be 
reduced from a maximum of one third of the purchase 
value to a maximum of 10 per cent per annum. The 
Government declared that, if the present strains on the 
economy should increase, it would be forced to take more 
far-reaching measures affecting all categories of domestic 
expenditure. 

Sources: Het Financieele Dagblad, Amsterdam, Nether- 
lands, October 21, 1955; De Maasbode, Rotter- 
dam, Netherlands, October 22, 1955. 


Economic Situation in Switzerland 


The Swiss Government, in a memorandum to the Or- 
ganization for European Economic Cooperation (OEEC), 
reports that the Swiss economy continued to expand dur- 
ing 1954 and 1955. The index of agricultural production 
rose from 112 (1939 = 100) in the years 1952 and 1953 
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to 117 in 1954. A slight reduction is expected in 1955 
because of less favorable harvests. The number of foreign 
laborers employed in agriculture increased from 10,500 
in February 1951 to 14,000 in February 1955. 

The expansion in industrial production during the past 
two years was based on increased exports, private con- 
sumption, and investment. Construction of dwellings and 
industrial plant reached a new record level. Sharp ad- 
vances were also registered by industries producing in- 
vestment goods and by the chemical industries. In spite 
of certain difficulties, employment in the textile industry 
increased. The watchmaking industry, which suffered a 
setback after the tariff increase by the United States (see 
this News Survey, Vol. VII, pp. 263 and 391), has been 
able to expand production since the middle of 1954, and 
especially during the first quarter of 1955, because exports 
to other countries have developed favorably. The net na- 
tional product amounted to Sw F 23,070 million in 1954; 
this may be compared with Sw F 21,920 million in 1953 
and Sw F 21,360 million in 1952. 

Although the economy has been approaching overfull 
employment, internal financial stability has been main- 
tained and the price level has remained practically stable. 
The government budget surplus in 1954 was higher than 
in 1953. The liquidity of the money market continued 
and, in order to forestall any inflationary tendencies, the 
National Bank concluded an agreement with commercial 
banks (see this News Survey, Vol. VII, p. 360), according 
to which the latter are obliged to maintain with the 
National Bank reserves totaling Sw F 250 million. Savings 
continued high but, as the export of capital could be 
stepped up, interest rates were somewhat firmer than in 
earlier years. 

The surplus in the balance of payments on current ac- 
count fell to Sw F 1,060 million in 1954, from Sw F 1,440 
million in the preceding year. The reduction is accounted 
for largely by an increase in imports. The trade balance 
shifted from a surplus of Sw F 94 million in 1953 to a 
deficit of Sw F 320 million in 1954. Because of a con- 
tinued increase in imports, the deficit rose further in the 
first half of 1955. The principal increase was in imports 
from other European countries, so that Switzerland had 
significant deficits in its EPU accounts. Consequently, the 
claim on EPU has gradually been decreased. Foreign is- 
sues on the Swiss capital market increased from Sw F 225 
million in 1953 to Sw F 395 million ia 1954, and were 
Sw F 280 million during the first six months of 1955. In 
addition, foreign credits granted by Swiss banks in 1954 
amounted to Sw F 230 million. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Octo- 
ber 28, 1955. 


Norway's Balance of Payments 


Preliminary figures for Norway’s balance of payments 
on goods and services for the third quarter of 1955 in- 
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dicate a decline in the deficit, to NKr 74 million (US$10.4 
million), from NKr 193 million in the second quarter of 
this year and NKr 205 million in the third quarter of 1954. 
The decline from the second to the third quarter of this 
year was due to lower imports and to higher net freight 
earnings. 

For the first nine months of 1955 the deficit was 
NKr 559 million ($78.4 million), compared with NKr 613 
million in the corresponding period last year. While net 
freight earnings rose by 28 per cent, to NKr 1,705 million, 
net imports of ships increased by NKr 230 million, to 
NKr 963 million. Donations received during the first nine 
months of 1955 totaled NKr 28 million, whereas in the 
same period in 1954 they amounted to NKr 88 million. 


Figures for capital transactions are incomplete. During 
the period, the central and local governments obtained 
NKr 387 million in foreign loans; the shipowners bor- 
rowed abroad NKr 440 million; and other known private 
foreign borrowing was NKr 21 million. The gross debt 
to EPU rose by NKr 129 million. All in all, the increase 
in gross foreign debt was NKr 977 million ($137 million). 
On the other hand, amortization of official foreign debt 
was NKr 114 million. The Bank of Norway, the private 
banks, the commercial banks, the shipowners, and the in- 
surance companies increased their net foreign exchange 
holdings by NKr 344 million ($48.3 million). 

Source: Statistisk Sentralbyra, Aktuell Statistikk, Oslo, 
Norway, November 2, 1955. 


Swedish-West German Trade 


Sweden will increase iron ore deliveries to Western 
Germany by 0.5 million tons in 1956, thus shipping 7.2 
million tons. The price agreed has been raised by 10 per 
cent. To compensate for the increase, the German iron 
and steel industry has agreed to deliver 115,000 tons of 
coke, of which 65,000 tons will be supplied by the German 
steel plants and 50,000 tons will be purchased by Ger- 
many in the United States and delivered to Sweden at the 
same price as for German coke. The difference between 
the price of coke in the United States and in Germany, 
about DM 80 per ton, will be covered by the German steel 
industry as compensation for the increased ore deliveries. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, November 1, 1955. 


Finnish Cash Reserve Requirements 


Under the agreement between the Bank of Finland and 
the commercial banks concerning cash reserves (see this 
News Survey, Vol. VII, p. 279), Fmk 5.4 billion had been 
deposited by the end of September in a cash reserve ac- 
count with the Bank of Finland. The agreement covered 
the eight months from February 1, 1955 through Septem- 
ber 30, 1955, but it has now been renewed for four 
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months, or until January 31, 1956, since the economic 
situation still calls for the maintenance of a contractionary 
monetary policy. The chief change in the new agreement 
is the inclusion of consumers’ cooperative societies. Their 
cash reserves have been fixed at 25 per cent of any in- 
crease in deposits, whereas for commercial banks the 
figure is 40 per cent. 

Source: Bank of Finland, Monthly Bulletin, Helsinki, Fin- 

land, October 1955. 


New Corporate Security Issues in Western Germany 


The increase of capital stock by new issues of industrial 
shares by corporations in Western Germany, which had 
amounted to DM 741 million (US$177 million) in 1954, 
is estimated at DM 1.25 billion for the first nine months 
of 1955, according to a survey by the Rhein-Ruhr Bank. 
Both the efforts toward further consolidation and the 
present high rate of economic expansion indicate that 
issues of new corporate shares to increase the firms’ capi- 
tal stock will total about DM 1.5 billion in 1955, double 
the amount issued in 1954. The strong tendency toward 
new issues can be explained by a decrease of corporate 
tax rates and the termination of the Capital Market 
Furtherance Law, which tended to discriminate against 
issues of industrial shares. In addition to the DM 741 
million increase in capital stock by 123 firms in 1954, 27 
corporations were founded, their total issues of industrial 
shares amounting to DM 555 million. Of the increase in 
1955, new shares totaling DM 337 million were issued by 
the chemical industry, DM 205 million by the electrical 
industry, and DM 166 million by the commercial banks. 
Source: Handelsblatt, Diisseldorf, Germany, October 15, 

1955. 


Payments Agreement Between Western Germany and Hungary 


A new payments agreement between Western Germany 


and Hungary provides for partly convertible deutsche 
marks as the basis of payment. It is the first payments 
agreement to be concluded officially by the Federal Gov- 
ernment with an East European country, all previous 
agreements with these countries having been modifications 
or prolongations of former arrangements by Western 
Germany’s Occupation Powers. In a separate exchange of 
notes, the West German Government declares that its 
recognition as partly convertible of deutsche marks paid 
to Hungarian exporters is revocable at any time. This 
clause has been added in the light of recent experiences 
with other countries. Whereas a trade agreement had 
already gone into effect during the past summer, the 
payments agreement will be effective as of February 1, 
1956. 


Source: Handelsblatt, Diisseldorf, Germany, October 31, 
1955. 
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Middle East 


Middle Eastern Oil Production 


Production of crude oil in the Middle East in the first 
half of 1955 totaled about 79 million metric tons, the 
highest figure yet recorded. This is nearly 10 per cent 
more than output in the preceding half year and com- 
pares with 65 million tons during the first half of 1954 
and 59 million tons in the first half of 1953. 


The three largest producers are again Kuwait (27.6 mil- 
lion tons), Saudi Arabia (23 million tons), and Iraq 
(16.3 million tons). The fourth largest producer was 
Iran, with 6.9 million tons. Under the agreement con- 
cluded last fall, Iranian production in the entire year 
1955 is expected to reach nearly 15 million tons. Other 
producers include Qatar, with 2.6 million tons, and Egypt, 
Bahrein, and the Neutral Zone (Kuwait/Saudi Arabia), 
each of which contributed between 500,000 and 1 million 


tons. 


Source: The British Chamber of Commerce of Egypt, 
Journal, Cairo, Egypt, October 1955. 


Yugoslav Offer for Exchange of Egyptian Cotton 


The Yugoslav Government has offered to construct a 
fishing fleet for Egypt and to supply technicians to train 
Egyptians in the use and construction of the ships, in 
exchange for Egyptian cotton. The value of such a con- 
tract is estimated at LE 30 million (US$84 million). The 
Yugoslav Government’s offer is due to its need for Egyp- 
tion cotton in excess of what can be bought under the 
debt ceiling provisions of the existing trade agreement 
between the two countries. 


Source: Middle East Economist and Financial Service, 


Forest Hills, N. Y., November 1955. 


Trade Arrangements Between Egypt and Mainland China 


The Egyptian Ministry of Finance and Economy has 
disclosed that the three-year commercial agreement con- 
cluded between Egypt and Mainland China in August 1955 
provides for trade valued at LE 20 million (US$56 mil- 
lion) during the first year. Under the agreement, both 
partners will treat vach other on a most-favored-nation 
basis and each will establish a commercial representation 
office in the other’s capital. 


An additional contract between the Chinese National 
Import and Export Corporation and the Chief of the 
Egyptian Cotton Committee and the Director of the Misr 
Cotton Export Company provides for an exchange of 
15,000 tons of Egyptian cotton against 60,000 tons of 
rolled steel from China. 


Source: Middle East Economist and Financial Service, 
Forest Hills, N. Y., November 1955. 
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Iraqi Purchase of Gold from United Kingdom 


The Iraqi Minister of Finance has announced that ar- 
rangements to purchase gold from the United Kingdom 
are being made in accordance with a recently concluded 
agreement. The purchase, totaling ID 5 million, will be 
made over a two-year period, ID 3 million during the 
current 12 months and ID 2 million in the following year. 
The gold will be held as partial cover for the note issue. 
The Minister also stated that the United Kingdom will 
make available to Iraq, when required, $2 million in con- 
nection with Iraq’s obligations to the International Mone- 
tary Fund. 

Source: The Iraq Times, Baghdad, Iraq, October 28, 
1955. 


Removal of Iranian Payments Restrictions 


It has been reported that temporary payments restric- 
tions introduced by Iran on October 4, 1955 have been 
lifted. Under these restrictions, the Bank Melli Iran was 
not opening letters of credit or paying sight drafts arising 
out of imports which had not already been accepted by 
the Bank Melli, except with respect to Category II im- 
ports and transactions involving countries with which 
Iran has bilateral agreements. At the time these restric- 
tions were introduced, the Bank Melli stated that they 
were temporary. Quota restrictions, however, still remain 
in force in instances where quota limits have been reached. 
Sources: Ettéla’at, Teheran, Iran, October 5 and 13, 1955; 

The Journal of Commerce, New York, N. Y., 
November 3, 1955. 


lranian-West German Trade and Payments Agreement 


The Governor of the Bank Melli Iran has stated that 
the Iranian-West German trade and payments agreement 
has been extended until September 1956, and that the 
Baak Melli Iran and the Bank deutscher Lander will cor- 
respond with regard to the gradual liquidation of Iran’s 
debtor balance by September 1956. 


Source: Ettéla’at, Teheran, Iran, October 13, 1955. 


Far East 
India's Trade with the United Kingdom 


India’s surplus on merchandise trade account with the 
United Kingdom amounted to approximately £23 million 
(US$64 million) during the first eight months of 1955. 
According to data from British sources, India’s exports 
to the United Kingdom were £105.6 million and its im- 
ports were £82.7 million. During the corresponding period 
of 1954, the respective figures were £85.1 million and 
£80.3 million. 

Exports of tea in the first eight months of 1955 


amounted to £48.5 million, or about 46 per cent of total 
exports. This represents an increase of approximately £13 
million over the corresponding period of 1954. Other 
major export products included leather and dressed furs 
(£8.7 million), cotton yarns and woven fabrics (£5.2 mil- 
lion), and miscellaneous textile products (£10.8 million). 
India’s principal imports from the United Kingdom dur- 
ing this period were machinery, apparatus, and appliances 
(£30.5 million), chemicals (£10.3 million), and motor 
vehicles and aircraft (£6.8 million). 

Source: The Hindu Weekly Review, Madras, India, Oc- 

tober 17, 1955. 


Thailand-Laos Agreement on Transit Trade 


The Governments of Thailand and Laos signed in July 
1955 a one-year agreement regarding transit rights for 
goods destined for each other’s territory. According to 
the agreement, goods of foreign origin initially consigned 
to Laos and passing through Thailand will be exempt from 
Thai customs duties and, reciprocally, Laos will exempt 
from duty Thai goods passing through Laos. Goods of 
foreign origin re-exported from one of the signatory 
countries to the other will be subject to customs tariff, 
exchange controls, and other regulations. However, prod- 
ucts of foreign origin re-exported from Thailand to Laos, 
under existing Thai laws and regulations, will be entitled 
to a rebate of seven eighths of the customs duties that 
may originally have been imposed upon entry into Thai- 
land. A special clause in the agreement provides that 
goods from other countries, the importation of which into 
Thailand is prohibited but which have been shipped 
through Thailand to Laos, will be prevented by the Laos 
Government from being reshipped back to Thailand. This 
provision is reciprocal. Goods affecting public health and 
security, as prescribed by the Statute on Freedom of 
Transit (Barcelona Convention) of 1921, are excluded 
from transit rights. The agreement requires each country 
to accord most-favored-nation treatment to goods im- 
ported from, and having origin in, the territory of the 
other. Thus, presumably Laos will apply the same tariff 
schedule to goods of Thai origin that it now applies to 
products of the French Union which have a 10 per cent 
preferential duty margin. In 1937 an agreement was made 
between Thailand and France for the regulation of trade 
between Thailand and Indo-China; insofar as it concerns 
Laos, this has now been replaced by the agreement of 
July 1955. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., September 26, 1955. 


Malayan Central Bank 


The Chief Minister announced in Singapore in Sep- 
tember plans for a Central Bank of Malaya, with power to 
issue and control currency. The bank would be Pan. 
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Malayan, responsible to the Governments of both Singa- 
pore and the Federation of Malaya. Its headquarters would 
probably be in Malaya. The establishment of the bank 
would mean the termination of the functions of the Ma- 
layan Currency Commissioners in relation to Singapore 
and the Federation. They could continue to function for 
North Borneo if that colony did not participate in the 
proposed Central Bank. 


Source: The Financial Times, London, England, Septem- 
ber 26, 1955. 


Taiwan-U.S. Joint Projects 


In six years of operations, the Sino-American Joint 
Commission on Rural Reconstruction has supported a total 
of 1,375 rural reconstruction projects in Taiwan. Ex- 
penditure by the Commission has been more than US$23.4 
million, mostly in local currency derived from counterpart 
funds, while local sponsoring agencies have contributed 
approximately NT$257 million. 

The projects undertaken include investments in the im- 
provement of irrigation and in the distribution of improved 
rice seeds; these two alone have yielded an additional 
return of US$8.5 million a year to Taiwan. In the six- 
year period, Taiwan’s rice harvest has been increased from 
1,210,000 metric tons to 1,690,000. The average yield per 
hectare of brown rice has risen from 1,474 kilograms in 
1947 to 2,185 kilograms. Important factors contributing 
to the improvement include the application of chemical 
fertilizers and the Commission’s assistance to farmers in 
the building or improving of irrigation facilities. In the 
past six years Taiwan has built 58 irrigation projects, 
which have benefited 200,000 hectares of farm land. The 
Commission has also given sustained support to the Gov- 
ernment in the implementation of land reform measures. 
The successful completion of the land reform program has 
not only raised substantially the farmers’ income and im- 
proved their living standard; it also has greatly increased 
the number of owner-farmers. According to Commission 
data, 75 per cent of the farmers in Taiwan today own the 
land that they are tilling, and only 16 per cent of the 
cultivated land is operated by tenant farmers. The Com- 
mission has also helped farmers and governmental agen- 
cies in improving livestock production by the improvement 
of animal breeds and by the use of new devices to elimi- 
nate animal and crop diseases and pests. 

Source: Chinese News Service, Press Release, New York, 
N. Y., October 25, 1955. 


Taiwan Sugar Exports 


The Central News Agency of China reported that during 
the first nine months of 1955 a total of 482,981 metric 
tons of Taiwan sugar had been exported through the 
port of Kaohsiung. Japan is the leading buyer of Taiwan 
sugar. The Middle Eastern countries as a group were 
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the second best customer in the nine months ended Sep- 
tember 30. 

According to the Taiwan Sugar Corporation, Taiwan 
exported 522,200 metric tons of sugar of all grades in 
1954, valued at some US$58.6 million, or 60 per cent of 
total export proceeds. 

Source: Chinese News Service, Press Release, New York, 


N. Y., October 18, 1955. 


Indonesian Stock Exchange Activity 


Trading in 3 per cent Republic of Indonesia Bonds 
1950 (R.I. Bonds) continued to dominate the Djakarta 
Stock Exchange during the first six months of 1955, but 
the volume of sales decreased further, to Rp 75 million 
during the six-month period, compared with Rp 94 millon 
in the first half of 1954 and Rp 87 million in the second 
half of that year. Quotations for the bonds rose from a 
range of Rp 50-58% in 1954 to Rp 577-65 during the 
first half of 1955. (The nominal value is Rp 100.) The 
highest quotation—Rp 65—was recorded in March 1955. 

Sales of 3 per cent tax-free 15-year Bank Industri 
Negara Bonds 1969 (B.I.N. Bonds), however, increased 
from Rp 8 million in the second half of 1954 to Rp 36 
million during the first half of 1955. The quotation for 
these bonds, with a nominal value of Rp 100, rose to Rp 86 
in February 1955, but subsequently declined and in June 
1955 was as low as Rp 7744. These debenture bonds were 
issued in two installments of Rp 50 million each, the first 
in May 1954 and the other in December 1954, and they 
were wholly subscribed by nonresidents holding rupiah 
accounts in Indonesia. The bonds may be exported, and 
the interest and redemptions on them are transferable at 
the official rate of exchange. A new issue of Rp 50 million 
worth of 3 per cent tax-free 15-year B.I.N. Bonds 1970 
was floated in August 1955, in denominations of Rp 1,000, 
Rp 5,000, and Rp 10,000. It carries the same terms as 
the B.I.N. Bond issue in 1954 and the subscription also 
is open only to nonresident holders of rupiah accounts. 

The only other security on the Djakarta Stock Exchange 
in which there is any sizable volume of trading is the 
stock of the Escomptobank N.V. The volume of sales of 
this security during January-June 1955 amounted to 
Rp 2.3 million; in 1953, sales totaled Rp 3.9 million, and 
in 1954, they were Rp 4.1 million. 


Sources: Bank Indonesia, Report for the Year 1954-55, 
and Bulletin, No. 6, August 1955, Djakarta, In- 
donesia. 


United States 


U.S. Corporate Profits 


Reports issued during the past month by U.S. corpora- 
tions indicate that third quarter sales and earnings con- 
tinued at near-record levels, with many companies ex- 
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ceeding the former records reached in 1950. A tabulation 
of 749 companies by the First National City Bank of New 
York shows that net income after taxes was $2.6 billion 
for the quarter, a decline of 5 per cent below the previous 
quarter but one third above the third quarter of last 
year. The companies tabulated are representative of the 
largest corporations and comprise a substantial segment 
of total corporate activity. 


Net income for the first nine months of this year totaled 
$7.7 billion, 30 per cent above last year. The improve- 
ment reflects largely the lowering of unit costs resulting 
from full capacity operations. Efficiency has increased 
and costs have been lowered also by extensive outlays on 
new plant and equipment. Among manufacturing con- 
cerns, the largest increases in profits were recorded by the 
steel, automobile, textiles, chemicals, and cement-glass- 
stone industries. The majority of railroad, utility, mining, 
and service companies also reported increases. 


Striking evidence of the growth of U.S. industry ap- 
pears in the report of the General Motors Corporation. 
Net earnings totaled $913 million during the nine-month 
period, thus indicating for the first time yearly earnings 
in excess of $1 billion. This high figure was attained 
despite a one-third decline in defense contracts. Many 
other leading corporations report a similar experience 
this year, a curtailment of shipments on government 
orders being more than offset by increased civilian 
business. 

Source: First National City Bank of New York, Monthly 
Letter on Business and Economic Conditions, 


New York, N. Y.. November 1955. 


U.S. Farm Exports 


The value of U.S. exports of farm products during the 
first three months (July-September) of the present fiscal 
year totaled $720 million, 20 per cent above the like 
period a year ago. There were increases for all major 
commodities except cotton, which decreased by about 65 
per cent. The decline in cotton exports continued the 
downward trend of the last several years. The Department 
of Agriculture attributed the general increase in exports 
to larger purchasing power abroad, particularly in West- 
ern Europe, and to special U.S. subsidy programs. 
Source: The Wall Street Journal, New York, N. Y., No- 

vember 3, 1955. 


U.S. Employment 


Employment in the United States rose by 400,000 per- 
sons between mid-September and mid-October, reaching 
65.2 million, about 3 million higher than a year earlier. 
Much of the increase occurred in trade, as the autumn 
shopping season began, and in state and local govern- 
ments, owing to the reopening of schools. Employment 
in manufacturing, which usually declines at this time of 
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year, rose slightly, to 16.9 million, largely owing to 
sharp rises in hiring in the machinery industries. The 
factory work week continued to increase, averaging 41.2 
hours in mid-October, 1.3 hours above a year earlier. 
Unemployment, at 2.1 million, was unchanged from Sep- 
tember. A continued influx of housewives and other new 
job seekers into the labor market prevented the usual 
October decline in unemployment. 


Source: The Wall Street Journal, New York, N. Y., No- 
vember 8, 1955. 


Latin America 
Ecuador fo Import U.S. Surplus Agricultural Products 


In accordance with the terms of an agreement under the 
Surplus Disposal Act that was signed last October by the 
United States and Ecuador, a little more than $3 million 
worth of wheat, vegetable oils, and tobacco will be sold to 
Ecuador against payment in sucres. The U.S. Department 
of Agriculture has taken action permitting U.S. exporters 
to negotiate contracts for about $1.2 million worth of 
wheat, about $1.6 million worth of cottonseed or soybean 
oil, and about $0.2 million worth of tobacco. These con- 
tracts must be signed between November 11, 1955 and 
February 29, 1956, and deliveries must be made prior 
to March 31, 1956. 


Source: The Wall Street Journal, New York. N. Y.. No- 


vember 7, 1955. 


Bolivian International Economic Policy Committee 


The Council of Ministers of Bolivia has approved a 
Supreme Decree providing for the creation of a Commis- 
sion for the Orientation of International Economic Policy 
(COPEI). This Commission is vested with the following 
functions: (1) to direct the orientation of Bolivia’s iater- 
national economic and commercial policies; (2) to adopt 
rulings regarding the application of international eco- 
nomic agreements subscribed to by Bolivia; (3) to study 
proposals and projects for the promotion of new inter- 
national economic agreements; and (4) to study economic 
agreements between other countries, and especially their 
possible effects on the Bolivian economy. 

The presiding officer of COPEI will be the Foreign 
Minister; there will also be a vice-chairman, designated 
by the Director General of Economic Affairs of the 
Ministry of Foreign Affairs, who will act as permanent 
secretary. Other members of the Commission are to be 
as follows: one each from the Ministries of Foreign 
Affairs, Finance, Economy, and Public Works, and from 
the Central Bank, the government petroleum agency 
(YPFB), the Mining Bank, and the National Coordinating 


and Planning Commission. 

Sources: La Nacién, La Paz, Bolivia, September 9, 1955; 
Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., October 10, 1955. 





164 


Brazilian Imports of Chilean Copper via Western Germany 


The Foreign Trade Department of the Bank of Brazil 
(CACEX) has authorized Chilean copper imports, under 
the Brazil-Chile payments agreement, to be made via 
Western Germany. Each transaction will have to be 
individually authorized by the Council of the Superin- 
tendency of Money and Credit, on the condition that it 
has the consent of the Central Bank of Chile and that 
prices are considered satisfactory. 

The present move is in line with CACEX practices of 
permitting special payments arrangements in some cir- 
cumstances for imports of specified products. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., November 7, 1955. 


Chilean Sales of Witrate to Czechoslovakia 


It is reported that CONDECOR, the National Foreign 
Trade Council of Chile, has authorized the export of 
40,000 tons of nitrate, at $36 per ton, to Czechoslovakia 
in the first foreign trade transaction since World War II 
witha country of the Soviet bloc. In return, Chile will 
receive about $2 million of Czechoslovak products, such 
as timber and lumber, machinery, spare parts, diesel 
motors, trucks, and other products. 

Source: Diario Las Américas, Miami Springs, Florida, 
November 2, 1955. 


Wheat Production in Uruguay 


The Uruguayan Ministry of Livestock and Agriculture 
has estimated that wheat production in the 1954-55 har- 
vest season amounted to 832,000 metric tons, which is 
2 per cent higher than the previous peak in the 1953-54 
season. The increase in 1954-55 was due entirely to a 
higher yield—in fact, the highest on record; the area 
under cultivation was slightly smaller than in the preced- 
ing season. 

With the carry-over on January 1, 1955 estimated at 
206,000 tons, the total supply available amounts to 
1,038,000 tons. Uruguay’s domestic consumption during 
the year is estimated at 395,000 metric tons. On this 
basis, approximately 643.000 tons of wheat are available 
for export or carry-over; actual exports in 1954 were 
304,000 tons, and in 1953 they were 69,000 tons. 
Sources: Department of Agriculture, Foreign Agriculture 

Circular, Washington, D. C., September 7, 1955; 
El Dia, Montevideo, Uruguay, September 20, 
1955. 


Other Countries 


Interest Rates and Hire-Purchase Measures in South Africa 


Following the rise in the discount rate of the South 
African Reserve Bank, from 4 per cent to 41 per cent as 
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of September 29 (see this News Survey, Vol. VIII, 
p- 132), the commercial banks in South Africa increased 
their interest and deposit rates. The overdraft rate on 
gilt-edged securities has accordingly been raised from 
5\% per cent to 6 per cent. 

The new fixed-deposit rates have been increased from 

°% per cent to 34 per cent for three months’ deposits, 
and from 2% per cent to 344 per cent for six months, 
whereas the rate for twelve months remains unchanged at 
4 per cent. The twelve months’ rate is applied to deposits 
up to £50,000; deposits in excess of this amount receive 
3% per cent. The short-term deposit rate has been raised 
to 3 per cent, and the savings bank rate has remained 
unaltered at 3 per cent. 

The South African Minister of Economic Affairs has 
imposed restrictions on hire-purchase contracts for cars. 
The down payment on car sales has been set at a minimum 
of 45 per cent, while the installments must be paid within 
18 months. 

The South African Reserve Bank’s reserves on Octo- 
ber 28 totaled £115.9 million, slightly above the end-of- 
September figure of £114.0 million. The reserves had 
fallen from £147.8 million to £114.0 million in the first 
nine months of 1955, after they had risen by £43.2 million 
in 1954. 


Sources: Union of South Africa Government Informa- 
tion Office, South Africa Reports, New York, 
N. Y., November 1, 1955; The Financial Times, 
London, England, October 20 and November 3, 
1955. 


South African Wool Production 


The South African wool clip in the 1955-56 season is 
expected to rise by 5.5 million pounds, to 281.3 million 
pounds (excluding Karakul wool). 


Source: The Financial Times, London, England, Novem- 
ber 2, 1955. 
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